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KEY ECONOMIC INDICATORS: JORDAN 


Data are for the area on the East Bank only 


Change 
1980 1981 1982 1983 1982-83 


National Income (millions of Jordanian Dinars) 
Gross Domestic Product (GDP) 

Current Dinars 998 1206 

1980 Dinars 1/ 998 1120 
Gross National Product (GNP) 

Current Dinars 1204 1525 
Per capita GDP 

Current Dinars 447 517 

Current U.S. Dollars 1506 1567 


Agricultural Production (in thousands of metric tons) 
Wheat 134 51 
Barley and other field crops 71 39 
Fruits and vegetables 537 570 
Agricultural Production Index ('75=100) 261 236 


Industrial Production 
Phosphate Rock (1000s of MT) 3911 4244 
Cement (1000s of MT) 913 965 
Petroleum products (1000s of MT) 1760 2126 
Electricity (million KW/h) 1105 1175 
Industrial Production Index ('79=100) 120 139 
Building Permits - Amman/Zarga 

(thousands of square meters) 1305 1231 


Money and Banking (in millions of Dinars) 
Money Supply 
M-1 596 702 787 869 


M-2 985 1180 1403 1615 
Commercial Bank Credit 542 691 843 993 
External Public Debt 2/ 1284 1554 1751 2101 
Cost of Living Index ('80=100) 100 107.7 M3.7 33,5 
Average Interest Rates 

(overdraft loans) 9.0% 9.0% 9.0% 8.8% 

(savings accounts) 5.5% 5.5% 5.5% 5.9% 
Average Annual Exchange Rates 


(Dinars per Dollar) -298 - 330 re - 363 


Foreign Trade and Balance of Payments (millions of Dollars) 
Exports 575 735 qo2 580 
Imports 2398 3171 3242 3036 
Balance of Trade -1823 -2436 -2490 -2456 
Worker Remittances, Net 640 875 907 909 
Non-Factor Services, Net 219 214 187 345 
Current Account Balance - 964 -1347 -1396 -1202 
Unrequited Transfers, Net 3/ 1338 1304 1060 812 
Capital and Other, Net 4/ 116 -8 156 419 
Change in Reserves, Net -490 51 165 -30 
Official -96 74 161 -23 
Private -394 -23 4 -7 
Official Reserves, Years End 1279 1061 1065 
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NOTES: 1/ Current values adjusted by official cost of living index. 
2/ Includes Government-guaranteed debt but not debts incurred for 
purchases of oil or military equipment other than that supplied by the U.S. 
3/ Mostly Arab aid grants. 
4/ Including errors and omissions. 


Sources: The Central Bank of Jordan and Department of Statistics. 





SUMMARY 


Jordan, though not an oil producer itself, is highly dependent on 
"netro-dollars" both in the form of Arab aid and, more significantly, 
through the remittances of its skilled and mobile expatriate workforce which 
finds employment primarily in Saudi Arabia and the Guif States. According 
to preliminary statistics for 1983, the Jordanian economy is experiencing 
the effects of the international recession as traditionally high growth 
rates have dropped. Still, Gross Domestic Product (GDP) at market prices 
rose from 1,343 million Jordanian Dinars (J.D.) in 1982 to 1,487 million 
J.D. in 1983, an increase of 10.7 percent. In real terms, GDP increased by 
5.4 percent. 


The expansion of Jordan's small industrial sector has slowed sharply in 
terms of numbers of new companies formed and in capital invested. However, 
major new state-owned fertilizer, potash and cement factories have recently 
come on stream which will add to Jordan's industrial base and long-term 
export potential in the years ahead. 


Foreign trade activity declined sharply in 1983 with exports dropping by 
22.9 percent and imports by 6.4 percent from 1982 levels. The trade deficit 
dipped slightly, from $2490 million to $2456 million. With wage remittances 
from Jordanians working abroad virtually unchanged from 1982, and net income 
from other services somewhat higher, the current account deficit was reduced 
by nearly $200 million to $1202 million. The improvement in the current 
account was in turn almost entirely offset by a worsening in the capital 
account, attributable mainly to a decline in Arab support payments, from 
$954 million in 1982 to $798 million in 1983. The net of all factors was a 
$30 million increase in total holdings of gold and foreign exchange. Total 
reserves at the end of 1983 amounted to $1860 million, but reserves had 
declined to $1524 million by April 30, 1984. This level of reserves is 
sufficient to finance six months imports at the 1983 rate. 


Economic factors contributing to the slower economic growth included a drop 
in aid payments promised to Jordan at the Baghdad Summit of 1978, depressed 
prices for phosphates, a continued slump in the construction sector and a 
sharp drop in domestic exports to war-torn Iraq from $189 million in 1982 to 
$72 million in 1983 together with a decline in transit trade to Iraq via 
Jordan's sole seaport - Aqaba. Total traffic through Aqaba increased from 
6.5 million tons in 1980 to 11.1 million tons in 1983. 


Jordan is well into its Third Economic and Social Development Plan 
(1981-1985) in which real GDP growth was projected to increase at 11 percent 
per annum. In 1983 growth was one-half the target rate and investment 
outlays were nearly 35 percent lower than projected. The $2.1 billion 
national budget for 1984 called for increased domestic revenue efforts, 
restraint in growth of current expenditures, and capital expenditure 
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commensurate with the availability of grants and loans. In short, the 
resiliency and vitality of the Jordanian economy is being tested, but few 
doubt that the Hashemite Kingdom with its prudent economic managers wil] 
weather this latest challenge. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Jordanian economy, which grew at an average real rate of nine percent 
per year from 1975-1980, has clearly experienced a slowdown. In 1981 growth 
was 7.5 percent and in 1982 slowed further to 5.5 percent. The figure for 
1983 is 5.4 percent. Despite belt tightening Jordan remains a relatively 
prosperous developing country. Due to slack domestic demand and the general 
worldwide decrease in inflation rates, the inflation rate in Jordan fel] 
from 7.7 percent in 1981 to 7.4 percent in 1982, and to 5 percent in 1983, 
the lowest rate since 1973. 


Jordan's total gold and foreign exchange reserves peaked at $2 billion at 
the end of 1981, slipped to $1.8 billion in 1982, were up to $1.9 billion at 
the end of 1983 and dropped to $1.5 billion by April 1984. Banking 
activities registered slower growth rates. Jordan, now thought by many to 
be over-banked, awaits a consolidation of financial institutions. In 1983 
the Central Bank placed a moratorium on the licensing of new banks and 
financial companies. The Central Bank pursues a flexible monetary policy 
which allows commercial banks to expand long-term loans and make maximum use 
of local liquid funds. 


In the Baghdad Summit of 1978, Jordan, as one of the front-line states 
against Israel was promised $1.2 billion annually by Arab oil-producing 
countries for ten years. Due to political and economic reasons, 1982 
Baghdad payment receipts totaled some $620 million in budget support, and 
dropped to $550 million in 1983, with only Saudi Arabia and Kuwait paying 
their full assessments. However, special long-standing bilateral agreements 
with the Saudi Fund, the Kuwait Fund, USAID loans and others which raised 
total 1982 grants and aid to $1.9 billion fell to $1.6 billion in 1983. 
Recent announcements from Kuwait about aid cuts indicate that Jordan may 
receive a total of less than $500 million in Baghdad payments in 1984. 
Jordan has adapted better than many expected to these lower Baghdad aid 
levels. Jordan received high marks from an IMF team which visited the 


country in August, 1983 for its good economic management and prudent fiscal 
policies. 


INDUSTRY: Jordan's industrial production index, which had increased by 16 
percent in 1981, was up only 3.6 percent in 1982, and 5 percent for 1983. 

As the world's third largest phosphate exporter (after Morocco and the 
United States), Jordan's number one export has been hurt by the continued 
slump in the market but phosphate still accounted for 32 percent of domestic 
exports in 1983. Production was 4.4 million tons in 1982 and increased to 
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4.7 million tons in 1983. Production was up sharply in the first 5 months 
of 1984 and exports (which include tonnage sold to the new fertilizer plant 
at Aqaba) were up some 10 percent over the same period in 1983. Cement 
production, partially due to maintenance shutdowns, declined by 18.3 percent 
in 1982, compared to an increase of 5.7 percent in 1981. Production was up 
sharply in 1983. With the recent completion of the South Cement Company at 
Rashidiyeh, Jordan will be self-sufficient in cement and have an exportable 
surplus. South Cement has already signed a significant contract with Saudi 
Arabia for 500,000 tons per year for the next three years, but high energy 
and transport costs will minimize profits from this project. In May 1984 
the GOJ made major changes in tariffs designed to protect local industries 
and to encourage more import substitution. 


Work continues on the 130 megawatt thermal power station at Aqaba scheduled 
to start production in 1986, which will help meet Jordan's demand for 
electrical energy which grew at an average rate of 19 percent from 1975-81. 
Arab Potash Company's $475 million Dead Sea project, which was inaugurated 
in March 1982, produced 80,000 tons of potash in that year, reached 280,000 
tons in 1983, and hopes to reach 500,000 tons in 1984. Iraq, China, India, 
Japan and Indonesia are the main markets. ‘The new $40 million Jordan 
Fertilizer Industry Company outside Agaba is already operating near capacity 
and produced 365,000 tons of diammonium phosphate in 1983, nearly all for 
the export market, with China, India, Pakistan and Italy as top customers. 
In general, however, due to budget restraints, low global demand, and 
continued political uncertainty in the region, private investors remain 
cautious in tying up resources in long term projects. 


Oil-less Jordan saw demand for petroleum products increase at an average 


rate of 17 percent from 1975-1981. Retail prices on these products have 
been increased several times. While the Government still has not completely 
eliminated fuel subsidies, it has substantially reduced them in the 1984 
budget. Jordan's own expensive quest for oil continues and recent finds 
near Azrak have raised hopes for possible commercial production in the 
future. In the meantime, Jordan continues to purchase its oil needs from 
Saudi Arabia at world market prices. Jordan's 1983 oil bill came to some 
$564 million - a figure equal to its total merchandise exports for that 
year. In June 1984 some Iraqi oil began to be trucked to Jordan's sole 
refinery at Zarga under a new trade agreement with Baghdad. 


AGRICULTURE: Figures for 1983 agricultural production are not yet 
available, but exports of foodstuffs, Jordan's number two export, were down 
to $99 million in 1983 compared to $114 million in 1982. Although the 
Hashemite Kingdom is attempting to increase self sufficiency, imports of 
foodstuffs outnumber exports 5 to 1. Furthermore, little rainfall in the 
winter of 83-84 which greatly curtailed planting of wheat, plus serious 
water disputes with its neighbors, bodes ill for the agricultural sector 
absent serious progress in water sharing. 
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With only six percent of its land arable and much prime crop land in the 
Amman area falling victim to urban sprawl, the Jordan Valley, through its 
ambitious irrigation projects and hot climate, is increasingly important in 
agricultural production. Water remains the crucial element in Jordan's 
economic development plans and limits expansion of the irrigation network. 


CONSTRUCTION: Jordan's construction and real estate industry has also felt 
the economic squeeze. The building slowdown in the Amman-Zarga metropolitan 
area has dropped steadily from its peak in 1980. Though land costs in Amman 
remain astronomical, the construction of smal] apartment buildings continues 
to flourish. However, despite a housing shortage, some 20-25,000 dwelling 
units stand empty seeking tenants or awaiting owners to return from the 
Gulf. At the same time there is a shortage of low income housing. Many 
contractors continue to experience difficulties because of overcommitments 
or cash shortages. Local firms complain of intense foreign competition by 
various Korean, Chinese and Turkish firms on the few remaining large 
projects and the requirement that they finance much of the work themselves. 


LABOR AND REMITTANCES: Jordan's most valuable resource remains its talented 
and well-educated people. The domestic labor force was estimated at 530,000 
at the start of 1983, dispersed among the following sectors: 42 percent 
military and government; 14 percent in construction; 10 percent each in 
agriculture, industry, and trade; and 9 percent in transport and 
communications. Nearly 20 percent of the workforce is now female compared 
with a mere 4 percent in 1975. 


The Hashemite Kingdom's most important export is the estimated 320,000 
Jordanians who work abroad, primarily in Saudi Arabia and the Gulf States. 
This well-paid group of technicians, managers and others helps offset, 
through its remittances, Jordan's chronic deficit on merchandise trade. 
Though the outflow of Jordanian workers has slowed due to the oi] slump, 
various attempts at localization in the Gulf, and the December 1983 bombings 
in Kuwait, official remittances from these technical and professional 
workers totaled some $1.1 billion in 1982, and held steady even in dollar 
terms in 1983. Significant additional (but less traceable) remittances 
return to Jordan through money changers or in personally carried cash. 


Despite nagging fears about possible drops in remittance levels or a 
significant return of Jordanian workers from the Gulf, these payments 
continue to flow in. It remains uncertain whether the high rate of 
remittance is natural or due to permanently returning workers liquidating 
their assets before returning to Jordan. However, the job market in the 
Gulf is soft even absent the perils of the Iran-Iraq war and Jordanian 
professional associations complain of overproduction of doctors and 
engineers with more degrees than employment opportunities. 
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Jordan also imports labor with over 100,000 guest workers, primarily in 
construction, agriculture, services and manufacturing. The vast majority of 
this semi-skilled workforce consists of Egyptians, followed by Chinese, 
Indians and Filipinos plus various other groups. The official remittances 
of these guest workers increased from $158 million in 1981 to $177 million 
in 1982 and $201 million in 1983. In order to protect local labor, specific 
sectors must have a minimum percentage of Jordanian labor, and when hiring 
are required to give preference to other Arabs. Ina further effort to 
shelter local firms, the Prime Minister's office is to review all 
construction contracts over 4 million J.D. to protect Jordanian labor and 


also to cut back on money flowing out of the country, remitted by foreign 
firms. 


THE DEVELOPMENT PLAN: Jordan is now in the fourth year of its Third 
Economic and Social Development Plan (1981-1985). Drawn up in a period of 
economic boom, the plan originally called for the alloting of $11 billion to 
the following sectors: mining and manufacturing (23 percent); 
transportation (17 percent); water and irrigation (16 percent); housing and 
government buildings (9 percent); agriculture and cooperatives (7 percent); 
education, culture and information (7 percent); energy projects (5 percent); 
and health (3 percent). The plan set an ambitious overall growth rate of 11 
percent in real terms, a goal clearly not attainable under current 
conditions, since projections were heavily dependent on external assistance, 
both budgetary support from friendly Arab States and through foreign loans 
to support specific portions of the plan. But despite the decrease in 
expected foreign economic assistance and consequent slowdown in the rate of 
economic growth, the GOJ was able to fund nearly all of the public 
investment portion of the third five-year plan during 1981-1983, except for 
the Magarin Dam (delayed in any case due to lack of riparian agreement with 
Syria and Israel) and several highways which were to have received Iraqi 
funding. Significant cutbacks in the plan will begin to be felt in 1984. 


PUBLIC FINANCE: The Government is clearly in a belt-tightening mood and is 
using every means at its disposal to increase domestic revenue (which grew 
by 10 percent in 1983 and covered 82 percent of current expenditure). For 
the 1984 budget the GOJ expects domestic revenue to cover 99 percent of 
current expenditure. Tax revenues were up from $706 million in 1981 to $741 
million in 1982 and $798 million in 1983, while non-tax revenues were up 
over 21 percent from $230 to $292 million. As Jordan's resource base 
broadens and as major projects are completed, Jordan can lessen the budget 
deficit and decrease its dependence on budget support aid/grants. For 1984, 
total government expenditures are estimated at $2.3 billion (current 
expenditures are to rise only 0.8 percent in nominal terms to 1.3 billion 
dollars). The GOJ is emphasizing completion of existing projects and 
further developing agriculture, to increase self-sufficiency. 





IMPLICATIONS FOR THE UNITED STATES 


After Saudi Arabia for oil, the United States is Jordan's second largest 
source of imports which range from military equipment to wheat. Economic 
and commercial relations between the United States and Jordan have been 
close since the founding of the Hashemite Kingdom. In 1982, the U.S. Agency 
for International Development marked its thirtieth year of economic and 
technical aid to Jordan. Jordan has been, and remains, a good market for 
U.S. goods, although with an expensive dollar American exporters find 
increasingly stiff competition in this market from European and Japanese 
producers who enjoy advantages of geographic proximity and flexible 
financing. Jordanian public and private sector buyers appreciate the 
quality of American goods and technology, but they expect offers to be 
competitive and products to be backed up with prompt service. “According to 
U.S. Department of Commerce statistics, U.S. Exports to Jordan have declined 
steadily since 1981, when they stood at $727 million, to $620 million in 
1982 and $436 million in 1983. First half 1984 figures were $164.7 million 
compared to $280.3 million for the same period in 1983. Delivery of new 
Lockheed Tristars to Alia, the Royal Jordanian Airline, should boost U.S. 
exports later in 1984. 


American investment in Jordan totaled about $20 million at the end of 1981. 
One industrial joint venture is producing footwear here. Both Chase 
Manhattan Bank and Citibank have full-service commercial offices in Amman, 
and Manufacturers Hanover Trust opened a representative office in 1981. 

After many false starts late in 1983 the Government formally announced its 
plans to proceed with the "Jordanization" of foreign banks to bring them in 
line with other investment here, but the fate of this issue remains confused. 


In recent years, growing numbers of American firms have chosen to establish 
offices in Amman to serve the local and regional markets. At present some 
60 U.S. companies have offices in Jordan and we detect renewed interest in 
Amman as the conflict in Lebanon continues. Amman has become an 
increasingly pleasant city in which to live; housing is available, markets 
are well-supplied with western goods and foodstuffs, and the hospitable 
Jordanian people welcome Americans to their offices and homes. 


American businessmen should be aware that in most cases, foreign firms are 
expected to bid through local Jordanian agents; however direct negotiation 
and procurement are more often used for major engineering and construction 
projects and are required for all sales to the Jordan Armed Forces. Foreign 
suppliers with existing agency or other relationships with Jordanian 
businessmen have a distinct advantage as bid deadlines are generally short. 
Bidders should keep in mind that Jordanian buyers are extremely price- 
conscious and should not limit their offers to "top-of-the-line" products or 
services, especially in these leaner times. 
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United States Government services available to American companies interested 
in doing business in Jordan include a Commercial Officer and a staff of 
three Jordanian employees. In addition, the Export-Import Bank of the 
United States and the Overseas Private Investment Corporation (OPIC) offer 
their full range of programs in Jordan. The American banks operating in 
Jordan provide additional sources of information. Through an active program 
of trade missions and other vehicles the Embassy assists U.S. firms to enter 
the Jordanian market. 


Looking ahead, the proposed Iraq-Aqaba oil] pipeline should, if constructed, 
greatly increase U.S. exports to Jordan since for political as well as 
economic reasons both Jordan and Iraq want substantial U.S. involvement in 
all aspects of that $1 billion project. The U.S. firm Bechtel Engineering 
has presented a detailed comprehensive proposal in Baghdad and Amman on this 
strategic major project. Construction time is estimated at about 18 months 
once work begins. 


The United States Government looks forward to continuing and expanding the 
historically close and warm relationship with Jordan. In his September 1982 
speech announcing a major new American peace initiative based on the Camp 
David agreements, President Reagan made clear that the United States 
recognizes that Jordan will play a major role in the achievement of a 
comprehensive and lasting peace in the Middle East. While activity has 
slowed on the Peace front, such an accomplishment would open broader 
horizons for economic and commercial relations between Jordan and the United 
States and other countries of the region. 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORT] ; you need to succeed in overseas business. 
N Overseas Business Reports (oBr’s) 
BLINDFOLDED? bring you detailed information on overseas trade and 


investment conditions and opportunities. They’ll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 
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@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
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@ describes the principal influence of current condi- 
tions and future trends on the economy 
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